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Dear Mr. Amorosi:

This is in response to your letter dated December 20, 2001 concerning the
shareholder proposal submitted to RJRT by the Sisters of Mercy of the St. Louis
Regional Community, St. Joseph Health System, and Catholic Health Initiatives. We
also have received a letter on behalf of the proponents dated January 26, 2002. Our
response is attached to the enclosed photocopy of your correspondence. By doing this,
we avoid having to recite or summarize the facts set forth in the correspondence. Copies
of all the correspondence will also be provided to the proponents.

In connection with this matter, your attention is directed to the enclosure, which
sets forth a brief discussion of the Division’s informal procedures regarding shareholder
proposals.

PROCESSED  Sincerely,
SRR DY

Y miomsown Martin P. Dunn
FINANCIAL Associate Director (Legal)

cc: Paul M. Neuhauser
5770 Midnight Pass Road
Sarasota, FL 34242
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December 20, 2001

Re:  Shareholder Proposal Submitted by Sisters of Mercy, et al.

Securities and Exchange Commission
Division of Corporation Finance

Office of the Chief Counsel

450 Fifth Street, N'W,

Washington, D.C. 20549

Ladies and Gentlemen:

R.J. Reynolds Tobacco Holdings, Inc. (the “Company”) has received a
shareholder proposal requesting that its subsidiary, R.J. Reynolds Tobacco
Company (“RJRT”), disclose various items on the packaging of its tobacco
products relating to the alleged health effects of those products (the “Proposal”).
The Proposal was submitted pursuant to Rule 14a-8' of the Securities Exchange
Act of 1934 by the Sisters of Mercy of the St, Louis Regional Community, Inc., as
primary filer, The Sisters of Mercy were joined in this submission by St. Joseph
Health System and Catholic Health Iniiatives (collectively, the “Proponents”).
The Proposal and its supporting statement (the “Saupporting Statement”) are set
forth in full as Annex A to this letter,

The Company hereby notifies the Proponents of its intention to omit the
Proposal from 1ts proxy statement and form of proxy for the 2002 annual meeting
of shareholders (the “2002 Proxy Materials™), This letter constitutes the
Company’s statement of the reasons that it deems the omission to be proper.

On behalf of the Company and in accordance with Rule 14a-8, we are
writing to request that the Staff of the Division of Corporation Finance (the
“Staff”) not recommend any enforcement action if the Company omits the
Proposal from the 2002 Proxy Materials. The Company has advised us as to the
factual matters set forth below. The date currently proposed for the annual

! Unless otherwise noted, all section and clause references herein are to this Rule.
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meeting is April 24, 2002, although this date has not yet been approved by the
Company’s Board of Directors,

The Proposal states:

RESOLVED:; shareholders recornmend that, in
addition 1o making information known regarding
‘cigarette price, brand availability and average tar
and nicotine yields,” every package of our tobacco
products include full and truthful information
regarding ingredients that may be harmful to the
consumer’s heain, the.toxicity of the specific brand,
and what detriment to life-expectancy the consumer
may expect to incur from regular use of the product,
as well as the health hazards for others, especially
children, connected with environmental tobacco
smoke.

The Company believes that it may omit the Proposal from the 2002 Proxy
Materials for each of the following, separately sufficient, reasons:

1)

(i1)

Al

pursuant to (i)(7) because it pertains to matters of ordinary business
operations; and

pursuant to (1)(3) because elements of the Supporting Statement are
contrary to Rule 14a-9 of the ‘34 Act which prohibits false or
misleading statements in proxy materials.

Grounds for Omission

The Proposal pertains to matters of ordinary business
operations (ie., litigation strategy).:

The Proposal recommends that RJRT disclose various matters on the
packaging for its tobacco products that are the subject of governmental regulation
and thousands of lawsuits in which RJRT is involved across the country. If
implemented, the Proposal would interfere significantly with RJRT’s current
litigation strategy in these lawsuits and amount to an impermissible intrusion on
the oversight of ordinary business operations by management and the Board of

Dhrectors,

(NY) 17557/00 /CORO Unaact st joscph.wpd
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The Staff has previously acknowledged that a shareholder proposal is
properly excludable under the “ordinary course of business” exception contained
in (i)(7)* when the subject matter of the proposal is the same or similar to that
which is at the heart of litigation in which a registrant is then involved. See, e.g.,
RJR Nabisco Holdings Corp. (February 22, 1999) (proposal requiring the
company to stop using the terms “light” and “ultralight” until shareholders can be
assured through independent research that such brands reduce the risk of
smoking-related diseases excludable under the “ordinary course” exception
because it interfered with litigation strategy of class-action lawsuit on sirmilar
matter); Philip Morris Companies Inc. (February 22, 1999) (same). This result is
also consistent with the longstanding position of the Staff that a registrant’s
decision to institute or defend itself against legal actions, and decisions on how it
will conduct those legal actions, are matters relating to its ordinary business

(September 15, 2000) (proposal asking the registrant 1o sue the federal
government on behalf of shareholders excludable as ordinary business because it
relates to the conduet of litigation), Exxon Mobil Corporation (March 21, 2000)
(proposal requesting immediate payment of settlements associated with Exxon
Valdez oil spill excludable because relates to litigation strategy and related
decisions); Philip Morris Companies Inc. (February 4, 1997) (proposal that
recommended that Philip Mosris Companies Inc. voluntarily implement certain
FDA regulations while simultaneously challenging the legality of those
regulations was found excludable under clause (c)(7), the predecessor to the
current (i)(7)); Adams Express Company (July 18, 1996) (proposal for registrant
to initiate court action against the Federal Reserve Board excludable as ordinary
business because it went to the determination by the company to institute legal
action); Exxon Corporation (December 20, 1995) (proposal that registrant forego
any appellate orotier rights that it might have in connection with litigation arising
from the Exxon Valdez incident excludable because litigation surategy and related
decisions are matters relating to the conduct of the registrant’s ordinary business
operations); Benihana National Corporation (September 13, 1991) (Same).

The lawsuits in which the Proposal would impermissibly interfere with
RJRT’s current litigation strategy and prospects can be summarized as follows:

e The Proposal recommends that every package of RIRT’s tobacco
products include “full and truthful information regarding '
ingredients that may be harmful to the consumer’s health . . . ‘and

! Clause (1)(7) permits omission of & proposal if it “deals with & mafter relating to the
conduct of the ordinary business operations of the registrant.”

(INY) 17557/00V/CORO Y/ hosztLstjesepl.wpd
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what detriment to life-expectancy the consumer may expect to
incur from regular use of {tobacco] product(s].” In this respect,
RJRT is contesting the validity of regulations adopted by the
Commonwealth of Massachusetts that would require additional
disclosure on cigarette packaging, if implemented, regarding the
ingredients contained in, and the so-called nicotine yield ratings of,
each brand. .Furthermore, RJIRT is the defendant in thousands of
litigations in which plaintiffs are seeking damages for, among other
things, the allegedly adverse health effects of its products and the
alleged inadequacy of warnings contained on the packaging for
RJRT’s tobacco products. We describe these various lawsuits and
challenges further in items 1 — 3 of Annex B.

The Proposal requests that every package of RIRT’s tobacco
products disclose (a) “information known regarding . . . average tar
and nicotine levels” and (b) “full and truthful information
regarding . the toxicity of the specific brand(s].” These matters
are in dlspute in pumerous 11t1gat1ons in which RJRT " is involved.

“In particu particular, there are class “actions pendmg in various junsdlctmns

in which the plaintiffs allege that (1) low tar and nicotine
cigarettes, as deterrmined by the method prescribed by the U.S.
Federal Trade Commission (the “FTC Method”), are not low in
tar and picotine as smoked by smokers, and (2) advertising citing
the FTC Methed ratings (including taste descriptors such as “light”
and “ultralight”) are deceptive. See Annex B, item 4. As noted
above, the Staff has previously found shareholder proposals that
implicate these issues to be excludable under the “ordinary course”
exception because their subject matter is the same or similar to that
which is at issue in litigation in which a registrant is then involved.
RJR Nabisco Holdings Corp. (February 22, 1999) (proposal
requiring the company to stop using the terms “light” and
“ultralight” until shareholders can be assured through independent
research that such brands reduce the risk of smoking-related
diseases excludable because it interfered with litigation strategy of
class-action lawsuit on similar matter); Phifip Morris Companies
Inc. (February 22, 1999) (same).

The Proposal asks RIRT to include information on every package
of its tobacco products as to the alleged health hazards of
environmental tobacco smoke ("ETS"). Presently, RIRT is a
defendant in 2,938 lawsuits in which plantiffs are seeking damages
o1l the basis of, among other things, RIRT's alleged liability for

R
(NY) 17557/001/CORO/nosct st jarcph opd
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ETS exposure. RIRT is also involved in a lawsuit in which it is
contesting the validity of a report adapted by the United States
Environmental Protection Agency (the “EPA”) on various matters,
including the classification of ETS as a Group A (known human)
carcinogen. We have summarized these cases in items 5 and 6 on
Annex B.

Therefore, the Proposal squarely implicates issues that are the subject matter of
thousands of lawsuits involving RIRT and/or the Company. In effect, the
Proposal recommends that the Company implement or facilitate the goals of the
opposing parties in these various lawsuits at the same time that the Company
and/or its subsidianies or affiliates are actively challenging those parties’ legal
positions or claims, Being forced either to comply with the Proposal or to take
public positions (or no position) in the 2002 Proxy Materials with respect to the
Proposal would improperly interfere with and otherwise adversely affect the
Company’s and/or RJRT s litigation strategy in these cases.

: In summary, the Proposal seeks to substitute the judgment of shareholders
for that of the Company and/or RIRT on decisions involving litigation strategy.
Every company’s management has a basic obligation to defend itself and its
products against unwarranted litigation and regulation. That responsibility is at
the core of the everyday business of a registrant. A sharcholder request that
interferes with this obligation is inappropriate, particularly when there are
thousands of pending litigations involving the Company, RJRT or one of their
respective subsidiaries or affiliates on the very issues that form the basis for the
Proposal. Because the Proposal intrudes on ordinary business operations, the
Company believes that it may properly exclude it from the 2002 Proxy Materials
under (1)(7).

B. The Proposal and the Supporting Statement are contrary to
Rule 14a-9.

Clause (1)(3) allows a registrant to omit 8 proposal if it or its supporting
statement is contrary to Rule 14a-9 of the ‘34 Act which prohibits false or
misleading statements in proxy materials. The Supporting Statement states;

Cigarettes are a drug delivery device. With other drugs the FDA has

determined that consumers be fully informed as 1o the effects, counter-

effects and adverse wamings of the product.

These staternents are false and misleading, as they imply that the FDA has, or may
have a legal basis for, jurisdiction over tobacco products. Indeed, the opposite is

(NY) 17557/001/COROI/noact sLjossph. 2pd
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true. In FDA v. Brown & Williamson Tobacco Corporation, 529 U.S, 120 (2000),
the Supreme Court held that the FDA lacked jurisdiction to regulate tobacco
products as customarily marketed. In doing so, the Supreme Court effectively
rejected the FDA’s claim that cigarettes are drug delivery devices, a claim that had
formed the basis for the FDA’s assertion of jurisdiction over tobacco products,
Because of these false and misleading statements, the Company believes that it

. may properly exclude the Proposal pursuant to (i)(3).

[I. Conclusion

Based on the foregoing, the Company believes that it may omit the
Proposal from the 2002 Proxy Materials because the Proposal (i) relates to the
conduct of the ordinary business operations of 2 subsidiary of the Company (ie,
litigation strategy) and (ii) is false and misleading,.

If the Staff has any questions or comnments regarding this filing, please

contact the undersigned at (212) 450-4010.

Thank you for your consideration of these matters.

Very truly yours,

Jo A.m OS5l

Attachment
ccw/att:  Sisters of Mercy of the St.
Louis Regional Community
St. Joseph Health System
Catholic Health Initiatives

(NY) 17557/001/COROVnvact 8t.joseph,wpd
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Annex A

INSERTS DISCLOSING PERSONAL AND SOCIAL EFFECTS
RELATED TO USING OUR COMPANY’S TOBACCO PRODUCTS
Loews and R.J. Reynolds

WHEREAS, in Lorillard Tobacco Co. et al. v. Reilly, Attorney General of
Massachusetts, et al., the U.S. Supreme Court ruled that Massachusetts law
regarding the sale of tobacco products constituted “nearly a complete ban on the
communication of truthful information.” Partially because of this restriction, it
rules against the Commonwealth. The Court ruled that “a speech regulation
cannot unduly impinge on the speakers ability to propose a commercial
transaction and the aduit listeners opportunity to obtain information about
products.”

» Published reports about this ruling siressed the fact that “free speech”
regarding the promotion and/or sale of tobacco at the point-of-purchase
involved “the communicarion of truthful information” regarding the
product,

«  Our company supported the position of the Court.

+ In arguing against damages related to use of our Company’s products
the Company has argued that consumers were fully informed as 1o the
health-hazards connected to their use. However juries here and abroad
have not agreed with such attestations, in part, because of the kinds of
promotion—including those at point-of-purchase—used by our
Company.

* In the Master Settlement Agreement reached with 46 States Attorneys
General our company agreed to tell the truth about dangers arising
from the use of our products.

+ It would seem to the proponents of this resolution that, if the
companies support the fact that consumers should be fully appraised of
“truthful information” regarding our products, that such can only be
conveyed by a package insert detailing information regarding the
product.

(NY) 17557/001/COR0A1/nossLat joseph wpd
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RESOLVED: sharcholders recornmend that, in addition to making
information known regarding “cigarette price, brand availability and average tar
and nicotine yields,” every package of our tobacco products include full and
truthful information regarding ingredients that may be harmful to the consumer’s
health, the toxicity of the specific brand, and what detriment to life-expectancy the
consumer may expect to incur from regular use of the product, as well as the
health hazards for others, especially children, connected with environmental
tobacco smoke.

Supporting Statement

Given the fact that our Company recognizes the health hazards involved in
use of the product, we recommend that this insert shall be included with the sale
of all of our tobacco products. Cigarettes are a drug-delivery device. With other
drugs the FDA has determined that consumers be fully informed as to the effects,
counter-effects and adverse warnings of the product. It seems to the filers of this
resolution that such information would be another way our company might make
sure those using our tobacco products are fully informed as to the consequences of
using them.

Q¥Y) 17557/001/CORD/nopctstjoseph wpd
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Anpex B

The Proposal would improperly interfere with litigation strategy in
thousands of pending legal actions, proceedings and claims involving the
Company, RIRT and/or their respective affiliates or indemnitees. A more
extensive discussion of these cases is available in the Company’s most recent
quarterly report on Form 10-Q. However, we would summarize these proceedings
as follows:

1. InJuly 1996, Massachusetts enacted legislation requiring
manufacturers of tobacco products sold in Massachusetts to report the ingredients
of each brand sold on an annual basis beginning December 15, 1997. The statute
also requires the reporting of nicotine yield ratings in accordance with procedures
established by the state. The legislation contemplates public disclosure of all
ingredients in descending quantitative order, a trade-secret disclosure that RIRT
believes could damage the competitive position of its brands. RJRT and other
cigarette manufacturers filed suit in the United States District Court for the
District of Massachusetts seeking to have the statite declared invalid. In
September 2000, the district court permanently enjoined enforcement of the law
relating to ingredient disclosure and issued a judgment in favor of the cigarette
manufacturers. On October 16, 2001, a panel of the Urnuted States Court of
Appeals for the First Circuit reversed the district court’s decision, ruling that the
ingredient disclosure provisions are valid. However, the First Circuit has grafited
a motion by RIRT and the other tobacco manufacturers for a rehearing en banc.
In its order in this respect, the First Circuit vacated the most recent opinion by its
panel, thus reinstating the District Court’s prior injunction against enforcement of
the Massachusetts legislation at issue. In recommending ingredien: disclosure on
the packages of RJRT’s products, the Proposal advocates actions that are
substantially equivalent to that which RJRT is challenging in this dispute (i.c., the
adverse effects of ingredient disclosure on RJRT trade secrets). As such, the
Proposal improperly interferes with RIRT s litigation strategy in this lawsut.

2. In August 1998, the Massachusetts Department of Public Health
(“MDPH”) issued proposed regulations for public comment that would require
annual reporting, beginning July 1, 2000, on a brand-by-brand basis of 43 smoke
constituents in both mainstreamn smoke and sidestream smoke. RJRT and other
cigarette manufacturers filed comments with the MDPH on October 9, 1998,
RJRT and the other manufacturers believe that the MDPH lacks legal authority to
promulgate these regulations. Nevertheless, RJRT and the other manufacturers

(NY) 17557/00 L/CORD/noast.at joacph,wpd
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conducted a cooperative benchmarking study to address certain MDPH concerns.
The benchmarking study obtained smoke constituent information on a
representative number of cigarette brand styles. The final report, including all
data, has been presented to the MDPH. The MDPH has drafted additional
proposed regulations requiring further extensive testing of cigarette brands, The
MDPH has engaged in discussion about these additional proposed regulations
with representatives of the cigarette manufacturers and others, but has not
formally issued them for public comment. By recommending such disclosure on
the packaging of RJRT’s tobacco products, the Proposal directly and unduly
interferes with the Company’s discussions with the MDPH on (and potential
future challenges to the validity of) these proposed regulations.

3. Asof October 19, 2001, over 1,600 legal actions, proceedings or
claims are pending against RIRT and/or its affiliates or indemnitees including
lawsuits claiming that lung cancer and other diseases, as well as addiction, have
resulted from the use of RJRT’s products. The plaintiffs seek recoveryon a
variety of legal theories, including negligence, failure to wam, fraud and
misrepresentation. Punitive damages, often in amounts ranging into the hundreds
of millions or even billions of dollars, are specifically pleaded in a number of
cases, in addition to compensatory and other damages. At issue in many of these
cases are matters that are the subject of the Proposal, namely the allegedly adverse
health effects of tobacco and the alleged inadequacy of warnings contained on the
packaging for RTRT’s tobacco products.

4. Class-action suits against RIRT in Ilhnois, Missouri and New Jersey
claim that (1) low tar and nicotine cigarettes, as determined by the FTC Method,
are not low in tar and nicotine as smoked by smokers, and (2) advertising citing
the FTC Method ratings (including taste descriptors such as “light” and
“ultralight”) are deceptive. In these cases, plaintiffs claim that the use of these
terms deceptively implies varying toxicity between brands of RJRT’s products
when, according to the plantiffs, there is none. As noted above, the Staff has
previously found shareholder proposals that implicate these issues to be
excludable under the “ordinary course” exception because their subject matter is
the same or similar to that which is at issue in litigation in which a registrant is
then involved. RJR Nabisco Holdings Corp. (February 22, 1999); Philip Morris
Companies Inc. (February 22, 1999).

5. As of October 19, 2001, in addition to the over 1,600 cases discussed
in paragraph 3. above, approximately 2,932 lawsuits known as the Broin 11 cases
have been brought by individual flights attendants in Florida state court for
personal injury as a result of illness allegedly caused by exposure to0 ETS
airplane cabins. Plaintiffs bear the burden of proving that their alleged adverse

(NY) 17557/001/COR0/noastat joseph.wpd
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health effects were actually caused by ETS exposure in airplane cabins. On

April 5, 2001, in the first Broin II flight attendant case to go to trial, Fontana v.
Philip Morris, Inc., 8 Florida state court jury returned a verdict in favor of the
defendants, including RIRT. Plaintiff filed an appeal to the court’s final judgment
that was dismissed by the Florida Court of Appeals. Fontana v. Philip Morris,
Inc., 788 So. 2d 983 (Fla. 2001). The other Broin II cases remain pending. There
are also 6 individual lawsuits seeking to impose liability on RJRT and/or its
affiliates or indemnitees for ETS exposure. The Proposal asks RJRT to disclose
the alleged health bazards of ETS on the labels for 1tg products. Including the
Proposal in the 2002 Proxy Materials would require the Company to take public
positions in SEC filings on matters that are the subject of these litigations.
Accordingly, the Proposal would adversely affect RIRT’s litigation strategies in
these cases and is therefore excludable.

6. In December 1992, the EPA issued a report that classified ETS as a
Group A (known human) carcinogen. RIRT and others filed suit to challenge the
validity of the EPA report. On July 17, 1998, a federal district court judge held
that the EPA’s classification of ETS was invalid and vacated those portions of the
report dealing with lung cancer, The EPA has appealed, and oral argument was
held before the Court of Appeals for the Fourth Circuit on June 7, 1999. RIRT is
awaiting the Court’s decision, For all of the reasons described in this letter, the
Company believes tbat it may omit the Proposal from the 2002 Proxy Materials on
the basis of clause (1)(7) (i.e., interferes with litigation strategy),

(NY) I7537/001/COROT/nosst.st jaseph, wpd
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Sisters of Murcy of the Americas

3038 North Geyer Ruud
HMernunas de a3 Maencordsa de [as AMErcas ¥

Bt Laniz, MO 63131-8393

. $14-986-4311
P‘Slﬂnﬂl Caruntiiyg 1f St Ladivin Fuvr314-966-2298

Camm.tice 10 Rusponsidin Incantment

Ocrober 29, 2001

Mr. Andrew Schundler, CEO

R. }. Reynolds Tobacco Holdings, Inc.
401 N Main Street

Winston Salem. NC 27101

Dear Mr. Schindler

The Sisters of Mercy desire 1o file the enclosed shareholder resolurion ritled “Inserts Disclosing Personal
and Seocial Effecrs Related 10 Using Our Company ‘s Tabaceo Produeis.”

The Sisters of Merey are beneficial owners of 100 shares of R. J. Reynolds Tokacvo Heldings Common
Swck The Sisters are going 10 cononue 1o hold this nvestment for a period of ume, af least through the
deie of the next annual stockholders meenag,

L am hereby aythonized 1o nanfy you that the Sisters af Mercy of the St. Lows Ragionsl Community will
be the pnmary Jiler for the enclosed resolutton. | vrust that it will be considered for acnon by the
sharehalders ar the 2002 annual meeting. [ hereby submit the resolunan for inclusion m the proxy
starement i accordance with Rule 14-2-8 of the general rules and regulations of the Securines and
Exchange Act af 1934,

A representative of the filers will atend the annua] shareholders meenng to move the resolution. Pleasce
note the contact person for this resolution wil] be: Michacl Crosby, OFMCap. His telephone number 1s
414-271-D735, fax number 414-271-0637 and his address s 1015 North 9th Street, Milwaukee, WI
53233,

if you should for any reason desire o oppose this please be kund enough to inelude 1t in the corporanon's
proxy matenal and the filed stawmenc as required by aforesaid menuancd rules and regulanons.

Please contact me at the above address 1f you require addinonal information

Sincerely,

Sister Katherine Mane Glosenger, RSM
Treasurer

SEMG/hr

Enclosures

3¢ Dianc Brawcher - ICCR
Sister Susan Jordan, SSND
Rev. Mike Crosby, OFMCep

Regina Murphy
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Glynn
& Co.

Escablududd y 1545
Swcunney Dealer
Regaterud Invianent Advisor

October 9, 2001
" Datuel J. Ferry, Jr. Ghairman and CEQ
JAC Adwvisors - Chairman

Sisrers of Mercy of the

St. Louis Regional Communiry, Inc.
Sr. Katherine Marie Glosenger, RSM
Treasurer
2039 N. Geyer Road
St. Lowis, MO 63131

RE: Ownership of RJ. Reynolds Tobacco Holdings, Ine. Common Stock
Dear Sister Karherine:

Please accept this lener as documentation of the fact thar the Sjsters of Mexrcy of the St Louis
Regional Community, Ine., Missouni Not-for-Profit Corporstion, owns a twral of 100 shares of
R.J. Reynolds Tobacco Holdings, Inc. common stock. These shares were acquired via holdings
in RJR Nabisco Holdings, Inc., and were purchased beginning in October 1994 (RJR Nabisco).
The Sisters are going to conunue to hald this inves or a period of time, at least through the
date of the next annual stockholders’™ meeting.

The above 100 sheares are held by DTC in the Nominee Name of Cede & Co. C/Q Firstar
Corporaticn Trust Deparunent, St Louis, Missouri, for bepefit of the Sisters of Mercy of the St
Louis Regional Communiry, Inc.

If R.J. Reynolds Tobacco Hoeldings, Inc. has any quﬁsn’.ons regai'ding your ownership of this

security, please direct any such inquiries to I.A. Glynn & Co.
Singerely,

Daniel J. Ferry, I
Chairman & CEO

mb

9841 Clayron Road Saint Louis, Missouri 63124
TEL: 314-997-1277 BQU-966-GLYN Faax: 314-597-7307
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RTS DISCLOSING PERSONAL AND SOCIAL EFFECT
Rgljsl'ED TO USING OUR COMPANY'S TOBACCO PRODUCTS
Loews and Rt J. Reynelds

WHEREAS, in Lorillard Tobaceo co. etal. V. Rallly. Atlomey General of Massachusetts,
Mhat Massachusstts aw regarding the sale of

atal, e U.S. Supreme Coun ruled  tion of truttu

tonaccs products constituted “nearly a complete pan an the mm”"éﬁ by

i jon.” Partially because of this restriction, it ruled against me Commonweal -

The Court ruted that “a speech regulation cannot unduly impinge on the Speakers ability

o prapase a commercial transaction and the adult listaners oppartunity 1o abtain

i jon atout products.” .

m r:;on:r about this ruling sTessad tha fact that “free speach’ regarding the

promation and/or sale of tobacen at the paint-of-purchase invalved “the communication

of mahful infarmation” regarding the product.

- Our company supparned the position of the Cowrt.

~ In arguing against camages related to use af cur Company’s preducts the Company

has argued that consumers were fully informed &5 to the health-hazards cannected to

their use. However juries here and abroad have nol agreed with such amestations, in

part. bacause of the kinds of promation—incuding thase at point-of-purchase~-used by

our Company-

— In the Master Settlement Agreement reachad with 46 Stales Attormeys General our

company agreed to tell the Tuth about dangers ansing from the use of our products.

- It would seem t the proponents of this resolution that. if the companies support the

fact that consumers should be fully apprassed of “ruthful information” reqarding our

praduets, that such can only be canveyed by a package insert dejailing information

regarding the product.

RESOLVED: ehareholiders recammend that, in addition te making infarmation known

regarding "cigarefte price, brand availability and average tar and nicotine yields,” every

package of our tobacco praducts incdude full and truthful information regarding

ingredients that may be harmful to the consumer's health, the taxicity of the specific

brand, and what defriment 10 life~expectancy the consumer may expeci o incur from

fegUlar use of the product. as well as the health hazards for others, especially children,

cannecied with environmental tobacco smoke.

. Suppenting Statement
Given the fact that our Company recognizes the health hazards involved in use of

the product, we recommend that this insert shall be included with the sale of all of our

whaceo products Cigareties are a drug-delivery davice. With other drugs the FDA has

determined that consumers be fully informed as to the effects, counter-effects and

adverse wamings of the product. It seems to the filers of this resolution that such

information would be another way our company might make sure these using bur

tobaceo products are fully informed 3s 10 the consequences of using them,




02/08-/02 10:45 FAX 212 450 5648 ) DPW 25-28 do1s

'
I D)

Nov-01-a1 10:38 From-RJRluE::IE;EH:;;RrEL&QEDNS 2671 - "1:33574“;;:’ 3 T-084 P 01/03 F-lE
" hn Amoresi [ a Fela -l (b
oo ESET 3F
Prone f Prorad 2 27 5:%__2%_52&_ ST-IOSEPH
el I HEALTH SYSTEM

Octoper 30, 2001

€opy ta Rex

PO Bex12122
MBQ:SD Drange: CA Y42863-1832
Mr. Anarew d Schingler, CEO : 7114 307 7500 Tei
RJ Reynolds Tabacco @183y [ee \\
401 N. Main St

winstan-Salem, NC 27101
Dear Mr. Scnindler.

The St Josepn Health Sys:em momtors tha social nmphcauons of pnuc;es and pracn:es of companies n
e - =Wt We NCIgITT AESUTaTS. - -

As a healtn care institution, we are paniculary concemad aboul the puphc health implicatons of the
activiies of companies we own. Because of this cancern for he Reaith of our communities, we are
‘alarmed at e conneclons Between toDacco SMoke and reduceq (fe expactancy of cur patients.

Therefore, we are co-filing with the Sisters of Mercy of ne St. Louis Regional Cammunity the enclasaa
resolution en nsens disclosing persanal ana social effects related to tobacco praducss, for consideration
and action by ine stackholders at the neat annual meeting and for nejusion in the proxy statement n
accordance wilh Rule 14a-8 of the ganeral rules ana reguianons of the Secuniies Exchange Act af 1934,
We wouid appreciate your inaicanung in the praxy statement that we gre a co-sponsar of thus resolution

Tha St Josepn Heaith System s the beneficial owner af 133 shares of commen stock  The entlesea
lenter of venfication confirms s ownersnip. A represantauve of the filers will attend the stockholqers
meeting 10 move the resolution as required by SEC rules, and we will CONtiNe to hold spares i the
company Mrough the stocknolders meetng

For matters relanng ta this resolution, please cantact Fr. Michael Crosby, OFM Cap (who s coordinating
ine efforts of the filgrs) at.

Midwest Capuchins v \"\
1015 North 9th Street L.,
Milwaukee, Wi 53233

414-271-0735

414-271-0637 fax

Thank you for your considerauon of this maner

Sincerely,

o gr)
Assmzsm Aavoacy 5
ana Government Reiations

cc. Sr. Katherine Glosenger
Diane Bralcher - ICCR;
Bruce Herpern — Newgrouha
Rev. Mike Crosby, OFMCap

A MMSITy O UE
SiEwrs of St Josepn
&1 Qrarge
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INSERTS DISCLOSING PERSONAL AND SOCIAL EFFECTS
RELATED TO USING OUR COMPANY'S TOBACCO PRODUCTS

R. d. Reynolds

WHEREAS, in Lorillard Tobacco Co. etal V Reilly, Attorney Genearal of Massachusetts, et al,
the U.S. Supreme Cour ruled that Massachusetis law regaraging the sale of tobacco products
cansytuted "nearly a complete ban on the communication of wuthful information.” Partally
vecause of this restriction, it ruled against the Commonweaith. The Court ruled that "a speech
requiation cannot unduly IMEinge on the speakers ability 10 propese a commercial iransacticn
angd tne agult isteners opportunily 10 abtain infornation about products,”

- Publisned repons about this ruling stressed the fact that “free speecn regarding the promotion
and/or sale of tobaceo at the poini-of-purchase mvolved the commumnication af trutnful
infarmation” regarding the product.

- Qur company suppaned the position of the Coun.

- In arguing againat damages related ta use of aur Company's products the Company has

argqued that consumers were fully informed as to the health-hazards connected to their use,

However junes Nere and abroad have not agreed with such anestanons, in par, because of the

kinds of promotan—inecluding those at paint-of-purchase—used by our Company.

- In the Master Settlement Agreement reached with 46 States Attorneys General our campany l ]

agreed 1q tell the truth about dangers arising fram the use of our products. . e

v n.'

. /
- It would seem (o the proponents of this resolution that, if the companies support the fact that w
consumers shauld be fully appraised of “truthful information™ regarding owr praducts, that such

can only be conveyed by a package insert detaiing information regarding the product, L2
RESOLVED: sharehalger recommend that, in addiuon 1o making \nformation known regarding @
“cigaralte price, brand availapility and average [ar and ricotne yields,” every package of aur A
tebaceo products include(fujl and ruthful informatogregarding ingredienis that may be pamful

10 the consumer's healtn, the toxiQly ol the specific brand, and what detnment 1o life-expectancy

the consumer may expeclt 10 incur from regqular use of the product, = w%sﬂe nealth hazaras_

for others, especially children, connected wilh environmental obaces SMoOKe ™ -—_

—~——
.
~—

Supponrting Statement \39 ‘/“:} e

Guwven tha fact that our Company recognizes the health hazards involved in use of the proauct, 2.~ (
we recommend that this insert shall be included with e sale of all of our 10bacca products. R
Mw@vm other drugs the FDA has determined that consumers /%, ey

be fully informeq as © he eifects, counter-effects ang adverse warnings of the greduct. it

seems 1o the filers of this resolution that such information would be another way our company

might make sure thase using our tapaces products are fully informed as to the consequences of
using them.
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Mellon Bank Mellon Bank N.A.
Mellon Bank Cenrur
Aim 151-1015

Pinsburgh, PA 15258-0001

October 16, 2001

To Whom [t May Concern: S\ I‘5

This lettar is to verify that as of this date St. Joseph Health System owns 133 shares of RJ
Reynolds Hldgs Inc Com stock whose marker value is in excess of $2,000. 33 shares have been
held since June 6, 1999, The remaining 100.shares have been brld since October 30, 2000.

W |
This security is currently held by Mellon Bamkis N.A_, who serves as custodian far St. lJoseph
Hezlth System. The shares are registered in our sominee neme at Mcllon Bank, N.A.

A

Sincerely, : '
[_eslzﬁl/{}‘ om A ]
Lesley Vewavich

Service Delivery Representative
phone(412) 236-3580 fax (412) 234-7339
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4 CATHOLIC HEALTH e gy A
|N|T|AT|VES ‘ wenver QU1
HYRIeR]

At of sonudivi v leguin o care,
November 3, 2001 o
Peat-ir* Fax Note 76 [P T 3 |G o

T From
Andrew |, Schipndler, CEQ j; Z; % 0ros : \Da‘iﬁ‘fﬂaj

. o Dagt, Ce

R. J. Reyriolds Tobacco Holdings Inc. -

301 N Man Street Fhore ¥ Tds6) 7 7¥/- 5/ >
Winston-Salem, NC 27101 Fax % Faam

Dear Mr. Schindler;

Cathalie Health Inntiatuves 15 one of the largest Cartholic health care systems in the country, spunning 20
stals 2nd operating 64 hospiwls, and 46 Jong-term care faciliues, sssisted Living facilines and residennal
units 10 66 rural wnd urban communities. As z religlously sponsored orgsnuzaton, Cutholic Health Intuanives
sceks 10 rellevt s values, prineiples and mussion n 105 1nvestnent decisions.,

The use of Tobacco products continues 1o be an enormous health problem wathin the Unired Stares and
throughout the world. Crygarette consumers nced to recetve murhful information abour the health hazards
assvciated With robaceo use, Each package of cigaretes should include full und accurare intormanon
regardiny the ingredients that may be harmiful 1o the consumer’s heslth, toxicity of the specitic brand und
what detiment 10 Life expectancy rhe consumer may ¢xpect 1o wmeur from regular use of the product

Catholic Health Initianives urges you fo respunstbly disclose all of the known adverse effvcts and health
hazards aysoclated with Tobuceo wse,

Cathulic Heulth Iniianives 15 the beneficial ownet of approximarely $2,000 of stoek in R J. Reynolds
Tobucca Hoidings Ine. Through this letier we notty the company of our sponsarship of the enclosed
resolunon. We present it for inclusion in the proxy statement for achon at the next stockholders mecting in
accordance with Rule 1 4a8-8 of the General Rules and Revulanons of the Secunnes and Exchange Avt or

1934 In addition, we request that we be histed 25 a sponsor of thus cesolution in the companry proxy
statetnant.

Verificanon of our ownership of this stock for at least one year is snclosed We intend o malntain
ownershup throuyh the date of the unnual meenng. There will be a representative present af the stockholders
Mmaeting 10 present this resolulion as required by the SEC Rules. We ars filing this reselution along with
orher concermned nvestors ncluding the prumary filer, Sisters of Mercy of St, Lows Region Colleen
Scanlol Cathalic Health TRGAGY s, Semor Vice President, Advocacy will serve as prumary confact and =

be contavied at 303-383-2693_ ir1s our tradinon as a religiously sparsored organization to seck diglogue

with comparues on the issue 1n the resoluton offersd to the sharcholders. We hope thar 4 discussian ot
50T 15 Ll Interest ro you as well,

/S'mcurcly,

P)nncv.a. A. Camll, 1D o
J’re >1dx.nt anl CERO—

e

/
¢ Anachments

PACICHD -
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bac Sr. Regina Murphy, ICCR ) '
) Sr. Kathenne Mane, Sisters of Mercy of St Louis Region

s2aalon/srysharcholder lener to company
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INSERTS DISCLOSING PERSONAL AND SOCIAL EFFECTS
RELATED TO USING OQUR COMPANY’S TOBACCO PROOUCTS

R. J. Reynolds Tobacco Holdings Inc,

WHEREAS, in Lonhard Tobacco co. ewl. V. Relly, Anorney General of Massachusetts, etal. tne
U.S. Supreme Court rulea that Massgchusells Jaw regaraging Ine sale of wwhacco products
constitutea “nearly a camglele ban on the commumeation of truthful infermation.” The Cour
ruled “speech reguiation cannaot unduly impinge on the speakers apility 1o propose a commercial
ransaction and the aauit listeners opportunity 10 obtain information ahout progucts.”

Welcoming the Supreme Court ruling, William S. Chiemeyer, Vice Presient and
Asseciate General Counsel at Phihp Morms USA sad ihe Company's apposition 1 the
Massacnusens iaw nad "everything 10 40 with gur agility o communicate truthful

nformauan to acult srakers” ke “cigarefie price. brand availabiity and average tar and
micctine yields,” (NYT, 07/03/01).

In the Master Setlemem Agreement reachea with 36 States Anomeys General owr
campany agreea to tell the truth about dangers ansing from the use of our proquets.

In arguing against gamages relaed o use of our Companv's proaucts tne Company has
argued that consumers were fully informed as o the healtn-hazaras connected 1o ther
use. However junes nere and abroad Rave not agreed with such anestations, N part,
pecause of the kinds of pramotien—including those at point-of-purchase—usea by our
Company.

It would seem 1o the propenents of this resolution that. if the companies suppon the fact
tnat cansurners should oe fully appraised of “truthful informanon” regaraing our preduc:s,

that such ¢an anly be conveyed by a package insert detailing informanaon regarding the
rroguct.

RESOLVED: snharehoiders recommend that, in addition te making infarmation known regarging
-cigarente price, prand availanility and average t@r and nicotine yields," every package of our
tobacco products \nchuge fuil ang truthful information regarding ingredients that may be narmiful
o {he consumer's heaith, the toxicity of the spectfic brand, and what detnment 1o life-expectancy
ne cansumer may expect to incur from reguiar use of the product, as well as the nealth nazargs
far otners, especially chidren, connected with environmental 1obaczo smake.

Supporting Statament ,
QOur Company recognizes the neajtn hazards involved in Use of iis wbacco products. Therefcre
we recommend hat this insert e incluged with the sale of all of our tobacco products
agomesucally as well as wherever n the wand we have paint-of-purchase sales. in foreign
ountries this shall be in the language appropriate lo the area in which the sale takes place.
Qur comeany [ecognizes tnat cigarenes are a drug-delivery device Witn other drugs the FDA
nas aelermined that consumears bafully informea as to the effects, counier-effects and adverse
warmings of tne product. |t seems to the filers of this resolution that such informaten wauid oe

another way aur campany rmight make sure those using our tobacco products are fully nformed
as o the consequences of using them.




02/08/02 10:47 FAX 212 450 5848 DPW _25-28 ' ) ‘ @o24
auve amgygiad From-RJRT EXTERNAL RELAT(ONS +3387417875 T-108 P 04/Dd faigg
Mellon Financial Corporation One Mellon Center

Room 1Q1L3
Pinsburgh, PA 15258-0001

(412) 233-6824 Office
{312) 23649216 Faa

Grerchen A Friday
Assistunt Vice President
friday.ga@mellon.com

November 1, 2001

Mr. Rangall Baum, CFA

Senior Cash & Ipvestment Analyst
Catholic Health Inivatves

1998 Broadway

Suite 2605

Denvar, CO 80202

Dear Randy:

This letter is to cerufy that as of October 31, 2001, Cathahe Health Initiauves owned

98 shares of R J Reynolds Tob. Holdings Inc. common stock The market valye of these shares
15 greater than $2.000.00 and his securnty has been held in excess of one year.

Mellon Bank, N.A., who serves as Trustee/Custodian for Cathohe¢ Mealth Initiatives holgs R J
Reynelds Teb Holdings Inc. shares.

Please el me know if yau Nave any questens.
Thank you.

Regards,

Grewhen A Friday ‘

Chent Service Officer
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PAUL M. NEUHAUSER

Attorney at Law (Admitted New York and Iowd)

5770 Midnight Pass Road
Sarasota, Florida 34242
" Tel and fax: (941) 349-6164 Email: pmneuhauser@aol com
January 26, 2002

Securities & Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 20549

Att: Kier Gumbs, Esq.
Office of the Chief Counsel
Division of Corporation Finance

Re: Shareholder Proposal Submitted to R.J. Reynolds Tobacco Holdings, Inc.
Via fax
Dear Sir/Madam:

I have been asked by the Sisters of Mercy of the St Louis Regional Community,
Inc., the St. Joseph Health System and Catholic Health Initiatives (who are jointly
referred to hereafter as the “Proponents”), each of which is a beneficial owner of shares
of common stock of R.J. Reynolds Tobacco Holdings, Inc. (hereinafter referred to as
“RJIR” or the “Company”), and who have jointly submitted a shareholder proposal to
RIJR, to respond to the letter dated December 20, 2001, sent to the Securities & Exchange
Commission by Davis Polk & Wardwell on behalf of the Company, in which RJR
contends that the Proponents’ shareholder proposal may be excluded from the Company's
year 2002 proxy statement by virtue of Rules 14a-8(i)(3) and 14a-8(i)(7).

I have reviewed the Proponents’ shareholder proposal, as well as the aforesaid
letter sent by the Company, and based upon the foregoing, as well as upon a review of
Rule 14a-8, it is my opinion that the Proponents’ shareholder proposal must be included
in RJR’s year 2002 proxy statement and that it is not excludable by virtue of any of the
cited rules.

The Proponents’ shareholder proposal requests the Company to make additional
health disclosures to its customers.

a1
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Rule 14a-8(1)X7)

The Company’s argument concerning litigation strategy is equivalent to Enron
arguing that a shareholder proposal calling for its Board to adopt a policy "that the public
accounting firm retained by our Company to provide audit services . . . should not also
be retained to provide non-audit-services” (see Ameren Corporation (January 14, 2002)
should be excluded as an ordinary business matter because Enron is engaged in litigation
conceming its falsified books and its accountant’s conflicts of interest. Orthata
shareholder proposal for a by-law amendment requiring that members of Enron’s audit
committee must meet certain definitions of “independence” should be excluded as an
ordinary business matter since there is pending litigation over the actions of the Board, its
audit committee and their independence of management. Acceptance of such a theory in
either case would prevent vital communication among shareholders at the very time when

it was most needed to protect shareholder interests. The mere fact that some matter is
“"also the subject of Jitigation does not prevent that matter from being a significant policy,

issue for the corporation and its sharcholders. A different question arises if a shareholder

proposal attempts to deal not with the underlying substantive policy issue, but rather with

ordinary business for the management to control. But thc mere fact that there is also
litigation which is in some manner is related to the basic policy issues raised by a
shareholder proposal should not give the registrant a “get out of jail free” card by
automatically barring such a shareholder proposal. Most recently, the Staff has
recognized this distinction in denying no-action letter requests in UST, In¢. (March 13,

2000) and R.J, Revnolds Tobacco Holdings, Inc. (March 7, 2000).

The latter denial is, of course, the most instructive since it involved an identical
argument made on behalf of this very registrant. In our letter to the Staff in opposition to
the Company’s year 2000 no-action request we rmade the following rebuttal to RJR’s
argument;

On page 6 of the Company's letter, it is conceded by RJR that the proposal
would not be excludable based on past Staff positions. ("The Company is aware
that the Staff's current position is to refuse the exclusion in proxy materials of
shareholder proposals relating to the distribution, sale, marketing or promotion of
tobacco products because these proposals are deemed to implicate significant
public policy issues that take them out of the realm of ordinary business.") We
believe that the Company has advanced no sufficient reason why the Staff should
change its position in general, or should not apply its existing position to the
Proponents’ shareholder proposal. Indeed, the Staffs position is eminently correct
in light of the fact that tobacco companies’ sales and marketing practices are
especially sensitive topics because they are promoting and marketing cancer-
causing (now admitted by the industry after years of denial) products which are
addictive (now admitted by the industry after years of denial). This sensitivity is
enhanced when the potential targets of this promotional and marketing activity are
children, Placement fees are an integral part of the promotional and marketing
strategy of the Company, and appear to especially enhance the ability of children
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to acquire cigarettes. (See, e.g., page 4 of Exhibit B.) All of these factors suggest
that the Staff's past position should remain unchanged and should be applied to
the Proponents' shareholder proposal. . . .

Finally, it should be noted that the Proponents’ shareholder proposal is
_wholly unrelated to any litigation in which the Company may be engaged.
Litigation strategy has been interpreted to encompass matters ranging from the
decision whether to institute legal proceedings, to the conduct of a lawsuit, to the
decision whether to settle a claim or appeal a judgment. Since the Proponents'
shareholder proposal deals with none of those matters, it does not involve
litigation strategy and therefore is not excludable on that ground under (\X7). . ..

That letter should therefore not be read to constitute a general rule that any
shareholder proposal raising a broad policy issue is automatically excludable if
someone, somewhere, has sued the registrant in connection with a related matter.
Indeed, in the case of tobacco companies one can assume that they are being sued
somewhere on almost every conceivable issue. The fact that their product has
spawned so much litigation should not create a shield from communication
amongst sharecholders about the Company's practices in pushing the sale of
addictive products which cause cancer,

On the contrary, as a matter of good public policy one would have thought
that the fact that the Company was engaged in widespread litigation would, rather
than support the Company's argument that the proposal therefore concerned
ordinary business, support the notion that the proposal raised significant policy
issues, Indeed, a rule of decision like that suggested by the Company would defy
common sense, since the result would be that the more outrageously the Company
acts, the less likely the shareholders would be able to suggest corrective action or
otherwise have a say in the matter. For example, there were numerous lawsuits
following the wreck of the Exxon Valdez. Should that mean that sharcholder
proposals submitted to Exxon concerning environmental spills (or environmental
issues generally) are automatically subject to exclusion? Or, if the CFO of a
registrant embezzles some millions of dollars, should a shareholder proposal
submitted to that registrant proposing by-law changes to strengthen internal
accounting controls be automatically excluded because the registrant is a plaintiff
or defendant in lawsuits arising out of the incident? Or, if some shareholder has
challenged the legality of a poison pill in a state lawsuit, should CALPERS be
barred from submitting a sharcholder proposal requesting the repeal of the pill or
a by-law change which would outlaw all pills in the future? We submit that these
illustrations demonstrate the illogic of a general rule that a shareholder proposal
should be excluded merely on the ground that there is overlap between that
proposal and the subject matter of some litigation to which the registrant is a
party, The Securities & Exchange Commission should not put itself in the
position of shielding from shareholder criticism managements which have
breached their fiduciary duties or otherwise caused harm to the corporation; yet
that would be precisely the result if the proposed rule of decision were to be

83
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adopted. Indeed, such a rule would go a long way toward eviscerating the
shareholder proposal rule, especially in situations where it was most needed.

Since the shareholder proposal does not reference the lawsuit and since
nothing in the Proponents' sharcholder proposal deals with the questions of
whether the Company should institute a lawsuit, how it will conduct a lawsuit or
whether to settle the lawsuit, it does not attempt to micro-manage the Company, _

The Company’s situation in 2002 js identical to its situation in 2000, The
Company’s argurnent in 2002 is identical to its argument in 2000. Therefore, there is no
reason why, in deciding the Company’s 2002 no-action request, the Staff should reach a
result in any way different from the result which it reached in 2000,

It is also instructive to examine specific references to litigation. The Proponents’
Whereas clause refers to a spccif ic case in the Supreme Court. This cannot interfere with
Imganon strategy since that case is now ended (and, indeed, RJR does not even refer to it
in its Appendix B.) On page B-1 the Company does refer to other legislation passed by
the Commonwealth of Massachusetts that the Company js attempting to have declared

and the actions requested in the sharcholder | ‘proposal. “The legislation calls for certain
disclosures to be made by cigarette manufacturers on an annual basis. Although the -
shareholder proposal does request that certain ingredients be disclosed, 1t differs from the
Massachusetts legislation not only in that it be disclosed directly to the consumer at the
point of sale but also is restricted to harmful ingredients (in order to protect health),
unlike the legislation which requires that all ingredients be disclosed on an annual basis.
Furthermore, the disclosure of harmful ingredients is but one of several items which the
shareholder proposal requests be disclosed. It is difficult to see how the limited
disclosure of harmful ingredients will interfere with litigation strategy.

.

-

(\It{mJ #2 on pages B-1 to B-2 does not involve present litigation. -

Itemn #6 on page B-3 is irrelevant to the shareholder proposal. Although the
Proponents’ proposal requests that the health hazards of ETS be disclosed at the point of
sale, it does not assert that ETS is a carcinogen. If RIR does not believe that ETS 1s a
carcinogen and therefore that cancer is not among the health hazards of ETS to be
disclosed, implementation of the shareholder proposal would not result in any disclosures
which might impact litigation strategy.

Iterns #3, #4 and #5 all involve mass litigations (totaling many thousands of
cases) and fall w1thm the argument set forth above to the effect that a registrant should
not WCCIVCM card just because it produces a product which, in the
words of the majority opinion in Lorillard Tobacco Co. et al v. Reilly, 533 US 525 (June
20,2001), “poses the single most significant threat to public health in the United States™.

B4
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On the contrary, the case for the year 2002 shareholder proposal is enhanced by a
recent study by the Canadian Cancer Society which showed that larger or more graphic
health wamings on cigarette packages caused a greater awareness of health dangers as
well as causing potential purchasers to refrain from some purchases. The Wall Street
Journal article of January 10, 2002, describing the study, also noted that similar enlarged
warnings were soon to be required in Brazil (a major tobacco producing nation) and the
European Union. A spokesman for Philip Morris was quoted in the article as stating that
Philip Morris would support “devoting reasonable space for those types of expanded
wamings”. The Proponents’ shareholder proposal clearly raises an important policy issue
for RJR and its shareholders and does not impact the Company's litigation strategy.

For the forgoing reasons, the Proponents' shareholder proposal is not excludable
by virtue of rule 14a-8(iX7).

Rule 142-8(i)(3)

The Company objects to two of the sentences which appear in the Supporting
Staternent. We would be quite willing to restate the first of those sentences as a matter of
belief, e.g. by inserting the words “We believe that” before the words “cngarettes ure

~——

We do not believe that the second sentence, especially after amending the first
sentence 8s sct forth above, violates Rule 14a-9. Contrary to the Company’s description
of the action of the Supreme Court in FDA v. Brown & Williamson Tobacco
Corporation, the Supreme Court did not decide that cigarettes are not delivery devices.
Rather, the Court held that Congress had excluded tobacco from the coverage of the
Food, Drug and Cosmetics Act. Thus the decision was not based on whether or not
“Cigarettes do, in fact, act as drug delivery devices, but instead rested on the fact thatas a
matter of statutory construction, tobacco products are not subject to the Act, and more
specifically that they are not subject to the Act because certain other congressional acts

regulating tobacco preclude construing the Act to cover cigarettes.*

Therefore, once the Proponents have stated that they believe cigarettes are drug
delivery devices, it is not in the least misleading to state how other drugs are regulated by
the government.

If the Staff were to disagree with our position, we would, of course, be quite
willing to conform the proposal to the Staff’s view.

In conclusion, we request the Staff to inform the Company that the SEC proxy
rules require denial of the Company's no action request. We would appreciate your
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telephoning the undersigned at (thru February 27) 941-349-6164 with respect to any

* questions in connection with this matter or if the staff wishes any further information.
Please also note that the undersigned may be reached by mail or express delivery at the
letterhead Florida address thru February 27 (thereafter inquire for updated contact
information via the email address). '

Very truly yours,

Paul M. Neuhauser
Attorney at Law

cc: John D. Amorosi, Esq.
All proponents
Sister Regina Murphy
Rev Michael Crosby
Sister Pat Wolf

*Indeed, it is worth noting that Justice O’Connor opened her opinion by saying: “This
case involves one of the most troubling public health problems facing our nation today:
the thousands of premature deaths that occur each year because of tobacco use.” In the
last paragraph of her opinion she stated: “By no means do we question the seriousness of
the problem that the FDA has sought to address. The agency has amply demonstrated
that tobacco use, particularly among children and adolescents, poses the single most
significant threat to public health in the United States.”




DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to
matters arising under Rule 14a-8 [17 CFR 240.14a-8], as with other matters under the proxy
rules, is to aid those who must comply with the rule by offering informal advice and suggestions
and to determine, initially, whether or not it may be appropriate in a particular matter to
recommend enforcement action to the Commission.. In connection with a shareholder proposal
under Rule 14a-8, the Division’s staff considers the information furnished to it by the Company
in support of its intention to exclude the proposals from the Company’s proxy materials, as well
as any information furnished by the proponent or the proponent’s representative.

Although Rule 14a-8(k) does not require any communications from shareholders to the
Commission’s staff, the staff will always consider information concerning alleged violations of
the statutes administered by the Commission, including argument as to whether or not activities
proposed to be taken would be violative of the statute or rule involved. The receipt by the staff
of such information, however, should not be construed as changing the staff’s informal
procedures and proxy review into a formal or adversary procedure.

It is important to note that the staff’s and Commission’s no-action responses to
Rule 14a-8(j) submissions reflect only informal views. The determinations reached in these no-
action letters do not and cannot adjudicate the merits of a company’s position with respect to the
proposal. Only a court such as a U.S. District Court can decide whether a company is obligated
to include shareholder proposals in its proxy materials. Accordingly a discretionary
determination not to recommend or take Commission enforcement action, does not preclude a
proponent, or any shareholder of a company, from pursuing any rights he or she may have
against the company in court, should the management omit the proposal from the company’s
proxy material.




March 7, 2002

Response of the Office of Chief Counsel ’
Division of Corporation Finance

Re:  R.J. Reynolds Tobacco Holdings, Inc.
Incoming letter dated December 20, 2001

The proposal recommends that RJRT include additional information in the
packaging of its tobacco products.

We are unable to concur in your view that RJRT may exclude the proposal under
rule 14a-8(i)(7). Accordingly, we do not believe that RJRT may omit the proposal from
its proxy materials in reliance on rule 14a-8(i)(7).

We are unable to concur in your view that RIRT may exclude the entire proposal
under rule 14a-8(i)(3). However, there appears to be some basis for your view that a
portion of the supporting statement may be materially false or misleading under
rule 14a-9. In our view, the proponents must recast the statement that “cigarettes are a
drug delivery device” as their opinion. Accordingly, unless the proponents provide RIRT
with a proposal and supporting statement revised in this manner, within seven calendar
days after receiving this letter, we will not recommend enforcement action to the
Commission if RIRT omits only this portion of the proposal and supporting statement
from its proxy materials in reliance on rule 14a-8(i)(3).

Special Counigel




